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independent Auditors' Report 

Town of Cotton Valley 
Cotton Valley, Louisiana 

We have audited the accompanying financial statements of the governmental activities, business-type 
activities, each major furxJ, and the aggregate remaining fund Infonnation of the Town of Cotton Vaiiey. 
Louisiana, as of December 31, 200B, which coilecttveiy comprise the Town's basic financial statements as 
listed in the table of contents. These finandal statements are the responsibility of the Town of Cotton Valley's 
nf̂ anagement Our responsibly is to express opinions on these ftnarK îal statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted In the United States of 
America and the standards applicable to financial audits contained in Govemtnent Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material mlsstatemenL An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financia\ statements. An audit also includes assessing the accounting principles 
used and significant estimates made by rhanagement, as wetl as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements refenad to above present fairly, in aD material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund, and the 
aggregate remaining fund information of the Town of Cotton Vaiiey, as of December 3t, 2008, and the 
respective changes in financial position and cash flows, where applicabte. thereof for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 7. 
2009 on our consideraton of the Town of Cotton Valley's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing and not to provide an opinion on the 
rnterfial control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and important for assessing the results of 
our audlL 

Our audit vras conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Town of Cotton Valley's basic financial statements taken as a whole. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by 
U.S. Office of Management and Budget Circular A-133, Audits of States and Local Govemmerits, and 
Non-Profjt Organizers, and is not a required part of the basic financial statements. Such infonnation 
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in 
our opinion, is fairly stated, in al! material respects, in relation to the basic financial statements taken as a 
whole. 



The budgetary comparison information on pages 26 - 28, is not a required part of the basic financial 
statements but are supplementary information required by accounting principles generally accepted in the 
United States of America. We have applied certain limited procedures, which consisted principally of 
inquiries of managen^nt regarding the n̂ wthods of measurement and presentation of the required 
supplementary infonnation. However, we did not audit tiie information and express no opinion on it. 

The Tovm of Cotton Valley has not presented management's discussion and analysis, which is 
supplementary infonnation, required by accounting principtes generally accepted in the United States of 
America, but is not a required part of the basic financial statements. 

Our audit was made for the purpose of forming an oplnkjn on the financial statements taken as whole. The 
accompanying financial ffiformation listed as supplementary information in the table of contents and shown 
on page 29 ts presented for purposes of additionai analysis and is not a required part of the RnandaJ 
statements of the Town of Cotton VaDey. Such infomiatlon has been subjected to the auditing procedures 
applied in the audit of the financial statements and, in our opinion, is fairiy presented in all material respects In 
relation to the financial statements taken as a whole. 

Cook & Morehart 
Certified Public Accountants 
December 7,2009 



Town of Cotton Valley 
Cotton Valley, Louisiana 
Statement of Net Assets 

December 31. 2008 

Assets 
Cash and cash equivalents 
Receivables 
Internal balances 
Restricted assets: 

Cash and cash equivalents 
Capital assets, net 

Total assets 

Govemmental 
Activities 

$ 30,933 
26.576 
(16.950) 

57,040 
97,598 

Business-type 
Activities 

$ 15,554 
19.380 
16.950 

26,895 
3.018.926 
3,097,707 

Total 

) 46.487 
45.955 

26,895 
3.075.968 
3.195.305 

Liabilities 
Accounts payable 
Accrued liabilities 
Payable from restricted assets: 

Revenue bonds - due within one year 
Acaued interest 
Customer deposits 

Non-current liabilities: 
Due within one year 
Due in more than one year 

Total liabilities 

8,394 
20.636 

3.000 
44.000 
76,030 

11,870 
1.361 

23.086 
6,645 

29,976 

14.277 
708,014 
795,229 

20,264 
21,997 

23,086 
6.645 

29,976 

17,277 
752.014 
871^59 

Net Assete (Deficit) 
Invested in capital assets, net of 

related debt 
Restricted lor: 

Debt Service 
Unrestricted 

Total net assete (deficit) 

10,040 

29.954 
(18.426) 
21.568 

2.273,551 

12,671 
16.256 

2,302,478 

2.283.591 

42.625 
(2.170) 

$ 2.324.046 

See accompanying notes to the basic financial statements. 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Balance Sheet 
Govemmental Funds 
December 31, 2008 

Assets 
Cash and cash equivalents 
Receivables 
Due from ott>er fund 

Total assets 

Liabilities and Fund Balances (Deficit) 
Liabilities: 

Accounts payable 
AccTLied iiabil)tie& 
Due to other fund 

Total liabilities 

Fund balances (defKit): 
Reserved - debt service 
Unreserved 
Total fund balances (deficit) 

Total liabilities and 
fund balances (deficit) 

• 

$ 

J-. 

S 

_L 

Major 

General 

22,764 
9.538 

32.322 

7.160 
18,734 
39,106 
65.000 

(32,678) 
(32,678) 

32,322 

Funds 

$ 

$ 

Sales 
Tax 

3.687 
13,701 

17.388 

1.234 
1,902 

3,136 

14.252 
14,252 

17,388 

$ 

$ 

$ 

X 

Non Major 
Fund 
Debt 

Service 

4,462 
3,336 

22,156 
29.954 

29,954 

29.954 

29.954 

Go 

$ 

$ 

$ 

Total 
vemmental 
Funds 

30.933 
26.575 
22,156 
79,664 

8,394 
20,636 
39.106 
68,136 

29,954 
(18.426) 
11,628 

79,664 

See accompanying notes to the basic flnancJa) statements. 



Town of Cotton Valley 
Cotton Valley, Louisiana 

Reconciliation of the Balance Sheet of Governmental Funds 
to the Statement of Net Assets 

December 31,2008 

Fund balances - total governmental funds $ 11.528 

Amounts reported for governmental activities in the statement of net assets are different because: 

Capital assets used in govemmental activities are not financial resources 
and therefore are not reported In the funds. 57,040 

Long-tenn liabilities, including tronds and notes payable, are not due and 
payable in the cun^nt period and therefore are not reported in the funds. (47,000) 

Net assets of govemmental activities S 21,568 

See accompanying notes to the basic financial statements. 
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Town of Cotton Valley 
Cotton Vaiiey, Louisiana 

Statement of Revenues, Expenditures, and Changes in Fund Balances 
Govemmental Funds 

For the Year Ended December 31, 2008 

Non Major 

Revenues: 
Ad valorem taxes 
Franchise taxes 
Intergovernmental 
Sales tax 
Licenses and permits 
Rnes end forfeitures 
Investment earnings 
Miscellaneous 

Total revenues 

Expenditures: 
Current 

General government 
Public safety 
Highway and streets 

Capital outlay 
Debt service: 

Principal payments 
Interest and other charges 

Total expenditures 

Excess (deficiency) of revenues 
over expenditures 

Fund balances (defict) al beginning of year 

Fund balances (deficit) at end of year 

Meyor Funds 

General 
$ 14.330 

24.489 
34,828 

22.338 
68.811 

3,016 
167,812 

130.393 
14.499 
22.700 
16,881 

184,473 

(16,661) 

(16.017) 

$ (32.678) 

Sales 

$ 

$ 

Tax 

$ 

92.444 

76 

92,520 

17,966 
68.865 

86.831 

5,669 

8,563 

14,252 $ 

Fund 
Debt 

Service 
7,179 

47 

7.226 

3.000 
2,500 
5.500 

1.726 

28,228 

29.954 

Total 
Govemmental 

Funds 
$ 21,509 

24,469 
34.828 
92.444 
22,338 
68.811 

123 
3.016 

267,558 

148.359 
83,364 
22.700 
16.881 

3.000 
2,500 

276.804 

(9.246) 

20.774 

$ 11.528 

See accompanying notes to the basic financial statements. 



Town of Cotton Valley 
Cotton Vaiiey, Louisiana 

Reconciliation of the Statement of Revenues, Expenditures, and Changes in 
Fund Balances of Governmental Funds to the Statement of Activities 

For the Year Ended December 31,2008 

Net change in fund balances - total governmental funds $ (9,246) 

Amounts reported for governmental activities in the statement of activities 
are different because; 

Govemmental funds report capital outlays as expenditures. Hovrover, 
In the statement of activities, the cost of those assets is allocated over 
their estimated useful lives and reported as depreciation expense. 
This is the amount by which capital outtays ($16,881) exceeded 
depreciation ($10,675) in the current period. 6,206 

The repayment of principal of long-term debt consumes current 
financial resources of governmental funds. 3.000 

Change in net assets of govemmental activities $ (40) 

See accompanying notes to the basic financial statements. 
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Town of Cotton Valley 
Cotton Valley. Louisiana 

Balance Sheet 
Proprietary Fund 

December 31.2003 

Assets 
Cunent assets: 

Cash and cash equivalents 
Receivables 
Due from olhor fund 

Total current assets 

Noncurrent assets: 
Restricted cash and cash equivalents 
Capital assets: 

Land 
Plant and equipment 
Less: accunujiated depredation 

Total noncurent assets 

Total assets 

LiablGties 
Current Irabfllties: 

Accounts payable 
Accrued liabilities 
Notes payable 
Current portion capital lease obligation 
Payat}le from restricted assets: 

Revenue bonds 
Accrued interest 
Customer deposits 

Total cunent Itebilities 

Noncunent liabilities: 
Revenue bonds 
Capital lease obligation 

Total noncunent liabilities 

Total iiabtlities 

Net assets 
Invested in capital assets, net 

of related debt 
Restricted fw debt scn/ice 
Unrestricted 

Totat net assets 

Total Nabiltties and net assels 

Business-Type 
Activities 

Enterprise Fund 

15,554 
19.380 
16,950 
51,884 

26,895 

16.000 
4.013,328 
(1,010.400) 
3.045,823 

$ 3.097.707 

$ 11,870 
1.361 
9.490 
4.7B7 

23.086 
6.645 

29.976 
87,215 

705.804 
2.110 

708.014 

795,229 

2^73.551 
12.671 
16.250 

2,302.478 

$ 3.097.707 

See accompanying notes to the basic finandal statements. 
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Tov/n of Cotton Valley 
Cotton Vaiiey, Louisiana 

Staten>ent of Revenues, Expenses, and Changes in Fund Net Assets 
Proprietary Fund 

For the Year Ended December 31. 2008 

Business-Type Activities 
Enterprise Fund 

Operating revenues: 
Charges for service -

Water and sewer sates 
Other charges and fees 

Total operating revenues 

Operating expenses: 
Salaries 
ir̂ surance 
Tnjck expense 
Maintenance and repairs 
Miscellaneous expenses 
Office expense 
Materials and supplies 
Utilities 
Depreciation 

Total operating expenses 

Operating income (loss) 

Non-operating revenues (expenses): 
Grant 
Interest income 
Interest expense 

Total non-operating revenues (expenses) 

Change in net assels 

Net assets - beginning of year 

Net assets - end of year 

$ 227.416 
19 

227.435 

53.677 
6.122 
1.088 

20,285 
27.435 
3,245 

27.202 
32,347 
101,789 
273,190 

(45.755) 

64,300 
224 

(33,345) 
31.179 

(14.576) 

2.317.054 

$ 2.302.478 

See accompanying notes to the basic financial statements. 
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Town of Cotton Valley 
Cotton Valley, Louisiana 
Statement of Cash Flows 

Proprietary Fund 
For the Years Ended December 31, 2008 

Business-Type Activities 

Enterprise Fund 

Cash Flows From Operating Activities 
Receipts from customers 
Cash payments to suppliers for goods and services 
Cash payments to employees for services 

Net Cash From Operating Activities 

Cash Flows From Non-Capital Financing Activities 
Operating grants 

Net Cash From Non-Ciapital Financing Activities 

Cash Flovre From Capital and Related Financing Activities 
Principal paid on capital debt 
Interest paid on capital debt 
Purchase of property and equipment 

Net Cash (used in) Capital and Related Financing Activities 

C^sh Flow From Investing Activities 
Interest income 

Net Cash From Investing Activities 

Net increase (decrease] in cash and cash equivalents 

Cash, Beginning of year 

Cash, End of year 

Reconciliation of Operating Income (Loss) to Net Cash Provided 
By/<Used In) Operating Activities 
Operating income (loss) $ (45,755) 
Adjustments to reconcile operating income (toss) to net cash 

provided (used) by operating activities 
Depreciation expense 101.789 
Accounts receivable 3,711 
Accounts payable 8,081 
Accrued expenses 4,190 
Meter Deposits 3,270 
Due from other funds (5,500) 

Net Cash Flows Fn^m Operating Activities $ 69,786 

See accompanying notes to the basic financial statements. 
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2008 

$ 231,146 
(109.044) 
(52,316) 

69.786 

64,300 
64.300 

(30.279) 
(33.345) 
(52.119) 

(115,743) 

224 
224 

18,567 

23.882 

$ 42,449 



Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Financial Statements 
December 31,2008 

INTRODUCTION 

The Town of Cotton Valley is incorporated under the provisions of the Lawrason Act The Town operates 
under a Mayor-CiouncJI form of government. 

(1) Sumn^ry of S^nificant Accounting Policies 

The Town of Cotton Va\\&/s financial statements are prepared in conformity with generally accepted 
accounting principles (GAAP). The Govemmental Accounting Standards Board (GASB) is 
responsible for establishing GAAP for state and local governments through its pronouncements 
{Statennerts and Interpretations). The more significant accounting poHdes established in GAAP and 
used by ttie Town of Cotton Valley are discussed below. 

A Reportwng Entity 

As the municipal governing authority, for reporting purposes, the Town of Cotton Valley Is 
considered a separate financial reporting entity. The financial reporting entity consists of (a) the 
primary government (the Town of Cotton Valley), (b) organizations for which llie primary 
government is financially accountable, and (c) other organizations for which nature and 
signfficance of their relationship with the Town of Cotton Valley are such that exclusion would 
cause the reporting entity's financial statements to be misleading or Incomplete. 

GASB Statenwnt No. 14, as amended by GASB Statement No. 39, established alteria for 
detemiining vitiich component units should be considered part of the Town of Cotton Valley for 
financial reporting purposes. The basic criterion for including a potentia] component unit within 
tf>e reporting entity is financial accountability. The GASB has set forth criteria to be considered 
in detemnining financial accountability. This criteria includes: 

1. Appointing a votir̂ g majority of an organization's governing body, and 

a. The ability of the Town to impose its will on that organization and/or 

b. The potential for the organization to provide specific financial benefits to or impose 
specific financial burdens on the Town. 

2. Organizations for which the Town does not appoint a voting majority but are fiscally 
dependent on the Town. 

3. Organizations for vrtiich the reporting entity financial statements would be misleading If 
data of the organization is not included because of the nature or significance of the 
relationship. 

In addition, the GASB 39 states that a legally separate, tax-exempt organization should be 
reported as a component unit of a reporting entity if atf of the following criteria are met 

1. The economic resources received or held by the separate organization are entirely or almost 
entirely for the direct benefit of the primary government, its component units, or its 
constituents. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley. Louisiana 

Notes to Financial StateiT>ents 
December 31,2008 

(Continued) 

2. The primary government is entitled to, or has the ability to otherwise access, a majority of 
the economic resources received or held by the separate organizafon. 

3. The economic resources received or held by an individual organization that the specific 
primary government, or its component units, is entitled to, or has the ability to othefwise 
access, are s^nrficant to that primary govemmert 

In addition, other organizations should be evaluated as potential component units if they are 
closdty related to, or financially integrated Virith, the primary government 

Based on the criteria described above, there are no component units to be irK;luded as part of 
the reporting entity. 

B. Basic Ffrjandal Statements - Govamnrjent-Wide Statements 

The Town of Cotton Valley's baste financial statements include both government-wide (reporting 
the funds maintained by the Town of Cotton Vall^ as a whole) and fund financial statennents 
(reporting the Town of Cotton Valley's major funds). Both the govemn^nt-wide and fund 
ttfancial statements categorize primary activities as either govemrDentrf or business type. The 
Town's sales tax fund, debt service fund, arrd general fund are classified as govemmental 
activities. Ttie Town's vtrater and sewer services are classified as business-type activities. 

In the government-wide Statement of Net Assets, both the govemn)ental activities aid business-
type ac^vities columns am presented on a consolidated t>a&is by column and are reported on a 
full accrual, economic resound basis, which recognizes all long-term assets and receivables, as 
well as long-lemi debt and d&ligations. The Town of Cotton Vall^s net assets are reported in 
three parts - Invested in capital assets, net of related debt; restricted net assets; and 
unrestricted net assets. 

The government-wide Statement of Activrties reports both the gross and nei cost of each of the 
Town of Cotton Valley's functions. The functions are also supported by ger>era! government 
revenues (property, sales and use taxes, certain intergovernmental revenues, etc.). The 
Statement of Activities reduces gross expenses (including depreciation) by related program 
revenues, operating, and capital grants. Program revenues must be direct^ associated with the 
function. Operating grants indude operating-specific and discretionary (either operating or 
capital) grants while the capital grants column reflects capital-spedfic grants. Amounts reported 
as program revenues include 1) charges to customers or applicants for goods, services, or 
privileges provided, 2) operating grants and contrlbutons, and 3) capital grants and 
contributions. Intemally dedicated resources are reported as general revenues rather than as 
program revenues. Likewise, general revenues include all taxes. 

Proprietary funds distinguish operating revenues and expenses from non-operating items. 
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with the proprietary fund's principal ongoing operations of 
providing water and sewer services. 

The net costs (by function) are nomaally covered by general revenue (property, sales and use 
taxes, certain Intergovernmental revenues, interest income, etc.). 

(Continued) 
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Town of Cotton Valley 
(^tton Valley, Louisiana 

Notes to Financial Statements 
December 31,2008 

(Continued) 

This government-wide focus is more on the sustainabllrty of the Town of Cotton Valley as an 
entity and the change in frte Town of Cotton Valley's net assets resulting from the current year's 
activities. 

C. Basic Financial Statements - Fund Financial Statements 

The financial transactions of the Town of Cotton Valley are recorded in individual funds in the 
fund financial statements. Each fiind is accounted for by providing a separate set of self-
balandng accounts that comprises its assets, liabilities, reserves, fund equity, revenues and 
expenditures/expenses. The various funds are reported by generic classification within the 
financial statements. 

The following fund types are used by the Tovirti of Cotton Valley: 

1. Govemntental Funds - the focus of the govemmental funds' measurement (in the fund 
statements) is upon determination of ffnandal posi^n end changes In finands^ position 
(sources, uses, and talances of financial resources) rattier ttian upon net income. The 
following is a description of the govemmental funds of the Town of Cotton Valley: 

a. General fund Is the general operating fund of the Town of Cotton Valley. It is used to 
account for all financial resources except those required to be accounted for o) 
anottierfijnd. 

b. Special revenue funds are used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specified purposes. 

c. Debt service funds are used to account for the acojmulation of funds for the periodic 
payment of principal and interest on general long-term detrt. 

2. Proprietary Funds - the focus of proprietary fund measurement Is upon determination of 
operating income, changes }n net assets, financial position, and cash flows. The generally 
accepted accountng principles applicable are those similar to businesses In the private 
sector. The following is a descriptton of the proprietary funds of the Town: 

a. Enterprise funds are required to be used to account for operations for which a fee is 
charged to external users for goods or services and the activity (a) is firwnced with 
debt that is solely secured by a pledge of the net revenues, (b) has third party 
requiremerts that the cost of providing services, including capital costs, be recovered 
with fees and charges, or (c) establishes fees and charges based on a pricing policy 
designed to recover simitar costs. 

The emphasis in fund financial statements is on the major funds in either the govemmental or 
business-type activities categories. Non-major funds by category are summarized into a single 
column. GASB Statement No. 34 sets forth minimum criteria (percentage of the assets, 
liabilities, revenues, or expenditures/expenses of fund category) for the determination of major 
funds. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Financial Statements 
December 31,2CX)8 

(Continued) 

The following major funds are presented in the fund financial statements: 

General Fund - accounts for all financial resources except those required to be accounted for in 
another fund. 

Sales Tax Fund - accounts for the proceeds of sales taxes levied for operations of the police 
department and maintenance of streets, and operations of street lights. 

Water and Sevrer Fund - accounts for tiie provision of water and sewer services of the Town. 

D. Basis of Accounting 

Basis of accounting refers to the point at which revenues or expenditures are recognized in the 
accounts and reported in the financial statements. It relates to the tuning of the measurements 
made regardless of the measursment focus sppled. 

1. Accrual: 

Both govemmental and business-type activities In the govemment-wide financial statements 
and the proprietary fund financial statements are presented on the accrual basis of 
accounting. Revenues are recognized wtien eamed and expenses are recognized when 
incurred. 

2. Modified Accrual: 

The govemmental funds financal statements are presented on ti>e nyxlified accrual basis of 
accounting. Under modified accrual basis of accounting, revenues are recorded when 
susceptible to accrual: i.e., both measurable and available. "Available' means collectible 
within the cun'ent period or within 60 days after year end. Expenditures are generally 
recognized under the modified accrual basis of accounting when the related liability is 
Incuned. The exception to this general rule is that principal and interest on general 
obligation long-tenm debt ff any. Is recognized when due. 

E. Budgets 

The Town uses the following budget practices: 

1. The Mayor and Tovwi Council prepare a proposed budget 

2. After completion of aH action necessary to finaTze and implement ttie budget the budget 
is adopted in an open meeting. 

3. Budgetary amendments invohring the transfer of funds from one department, program or 
fijnction to another, or involving increases in expenditures resulting from revenues 
exceeding amounts estimated, require the approval of the Council. 

4. All budgetary appropriations lapse at the end of each fiscal year. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Financial Staterrtents 
December 31,2008 

(Continued) 

5. Budgets for the General Fund, Sates Tax Fund and Debt Service Fund are adopted on 
ttie cash basis. Budgeted amounts in the accompanying required supplementary 
information schedules are as originally adopted, or as amended by the Council. There 
were no amer»dments to the budgets for the year ended December 31,2008. 

6. The Town's fiscal year is December 31. 

F. Cash, Cash Equivalents, and Investments 

Cash includes amounts In petty cash, demand deposits. Interest tiearing demand deposits, and 
time deposits. Cash equivalents include amounts in time deposits and Uoose investn:>ents with 
original maturities of 90 days or less. Under state law, tfre Town may deposit furKls In demand 
deposits. Interest bearing derrrand deposits, money market accounts, or time deposits with state 
bariks organized under Louisiana law or any oti^r state of the United States, or under the laws 
of the United Stales. 

Investments are limited by R.S. 33:2955 and the Town's investment policy. If the original 
maturities of investments exceed 90 days, they are classified as investments; however, if tiie 
original maturities ane 90 days or [ess, they are classified as cash equivalents. 

G. Capital Assets 

Capital assets purchased or acquired with an original cost of $1,000 or more are reported at 
historical cost or estimated historical cost (Contributed assets are reported at fair market value 
as of the date received. Additions. Improvements, and other capita! outiays tiiat significantly 
extend the useful life of an asset are capitalized. Other costs jncun'ed for repairs and 
maintenance are expensed as incurred. Depredation on all assets is provided on the straight-
line basis over the following estimated useful lives: 

Buildings 20-50 years 
Other equipment 10 years 
Vehicles 5 years 
Water and sewer systems 5 -40 years 

GASBS No. 34 requires the Town to report and depreciate new infrastructure assets effective 
vrtth the beginning of the current year. Infrastructure assets include roads, bridges, traffic 
signals, etc. These infrastructure assets are likely to be the largest asset class of the Town. 
Neither their historical cost nor related depreciation has historically been reported in the financial 
statements. The retroactive reporting of inft-astnjchjre Is not required. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Financial Statements 
December 31,2008 

(Continued) 

H. Revenues 

Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes 
are levied by tiie Town in September or October and are actijally billed to tiie taxpayers in 
November. Billed taxes become delinquent on January 1 of tiie foltowing year. Revenues from 
ad valorem taxes are budgeted In the year billed. The Town bills and collects its own property 
taxes, using the assessed values detemitned by the tax assessor of Wet^ter Parish. Sales tax 
revenues are recorded in the period in which tiie undertying exchange has occuned. Fines, 
forfedxires, licenses, and permlte are recognized in the period they ̂ e coDected. Interest income 
on demand and time deposits is r«»njed when earned. Federal and state grants are recorded 
when the Town is entitled to the funds. 

I. Net Assets 

Net assets represent the difference betv;«en assets and liabilities. Net assets Invested in 
capital assets, net of related debt, consist of capital assets, net of accumulated depreciation, 
reduced by the outstanding balance of any borrowing used for the acquisition, constructwn, or 
improvement of those assets. Net assets are reported as restricted when there are limitations 
imposed on their use either through constitutional provisions or enabling legislation adopted 
by the Town or through external restrictions imposed by creditors, gnantors, or laws or 
regulations of other governments. The Town's policy is to first apply restricted resources 
when an expense fs incurred for purposes for which both resbicted and unrestricted net 
assets are available. 

J. Sales Taxes 

The proceeds of the 1% sales and use tax passed by the voters of tiie Town of Cotton Valley 
may be used only for the operations of the police department and for the maintenance of sti^ets 
and operattons of street llghtB. The Webster Parish School Boa-d collects the lax for the Town, 
remitting to the town on a weekly basis, for a fee of 1 % of coltecfons. 

K Compensated Absences 

The Tc3wn allows up to two weeks vacation based upon years of service. No carryover or 
accrued vacation leave is allowed. Unused vacation time v '̂ll be applied upon termination. In 
addition, unused accumulated sk;k pay will not be paid upon separation of service. 

As of December 31, 2008. employee leave benefits vwre determined to be immaterial and are 
therefore not recorded as a liability. 

L. Interiund Activity 

Interiund activity Is reported as loar^. reimbursements, or ti^nsfers. Loans are reported as 
interfund receivatiles and payables as appropriate and are subject to elimination upon 
consolidation. Any residual balances outstanding between the governmental activities and 
business-type activities are reported in the government-wide fmancial statements as "internal 
balances." Reimbursements are when one fund Incurs a cost, charges tiie appropriate 
benefiting fund and reduces Its related cost as a reimbursement Transfers between 
governmental funds are netted as part of the reconciliation to the government-wide financial 
statements. 

(Continued) 
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Town of c;ot!on Valley 
Cotton VaBey, Louisiana 

Notes to Financial Statements 
December 31.2008 

{Continueti) 

M. Use of Estimates 

Management uses estimates and assumptions in preparing financial statements. Those 
estimates and assumptions affect the reported amounts of assets and liabilities, the 
discbsure of contingent assets and liabilities, and reported revenues and expenses. Actual 
results could differ from those estimates, 

N. Long-Term Obligations 

In the govemment-v/ide financial statements, long-term debt and other bng-term obligations 
are reported as liabilities in the applicable govemmental activities in the statement of net 
assets. Bonds payable are reported net of the applicable bond premium or discount. Bond 
issuance costs are reported as deferred charges and amortized over the term of related debt 

In the fund financial statements, govemmental funds recognize bond premiums and 
discounts, as well as bond issuance costs, during the cun-ent period. The face amount of the 
debt issued is reported as other financing sources. Premiums received on debt issuances are 
reported as other financing sources white discounts on debt Issuances are reported as other 
financing uses. Issuance costs, whether or not withheU from the actual debt procesds 
received, are reported as debt service expenditures. 

O. Bad Debts 

The Town uses the direct charge-off metiiod of accounting for uncoUectible ad valorem taxes 
and water system receivables. Although this method is not in accordance with generaBy 
accepted accounting principles, the overall effect on the financial statements is immaterial. 

P. Capitalized Interest 

The Town capitalizes net intei^st costs and interest eamed as part of the cost of constaicting 
various v/ater and sev̂ for projects when material. 

Q. Statan^nt of Cash Flows 

For the purposes of the Statement of Cash Flows, the Water and Sewer Funds consider alt 
highly liquid investments (including restricted assets) with a maturity of tiiree montiis or less 
when purchased to be cash equivalents. 

R. Postreb'rement Benefits 

The Town provkies no postretirenrienl benefits to its employees. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Financial Statements 
December 31,2008 

(Continued) 

(2) Ad Valorem Taxes 

The distribution of the Town's levy (tax rate per S1,000 assessed value) for 2006 is as foftows: 

General Fund 
Debt Service 

Tax Roll 
200S 
7.16 
3.95 

11.11 

Authorized 
Millaoe 
7.16 
3.95 

Levied 
Mill^q? , 
7.16 
3,95 

Expiration 
Date 

Statutory 
2017 

(3) Cash and Cash Equivalents 

A Cash and Cash Equivalents 

At December 31, 2008, ttie Town has cash and cash equivalents (book balances) totaling 
$73,382. ofwhich $26,895 is shown as a restricted asset These deposits are stated at cost 
which approximates maricet Under state law, these deposits (or the resulting banK balar)ces) 
must be secured by federal deposit insurance or the pledge of securities owned by the fiscal 
agent bank. The maricet value of the pledged securities plus the federal deposit Insurance must 
at all timies equal the anx)unt on deposit v i ^ the fiscal agent 

B. Credit Risk 

Custodial credit risk is tiie risk that in the event of a bank failure, tiw government's deposits may 
not be returned to it The Town does not have a policy for custodtal credit risk. As of December 
31, 2CX)8, the Town's bank balance was secured from custodial credit risk due to deposits 
(coltected bank balances) of $76,875 being secured by federal deposit ̂ surance. 

(4) Receivables 

The following is a summary of receivables at December 31,2008: 

Class of 
Receivable 

Govemmental activities 
Sales taxes 
Ad vak>rem taxes 
Other 

Business-type activities -
Accounts receivable - water and sewer charges 

Total 

$ 13.701 
9,381 
3.493 

26,575 

19.380 

S 45.95§ 

(Conttfiued) 
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(6) 

Town of Cotton Valley 
Cotton Valley. Louisiana 

Notes to Financial Statements 
December 31,2008 

(Continued) 

Restricted Assets - Profxietary Fund Type 

Restricted assets were applicable to the following at December 31,2008: 

Sewer Fund 

Customer deposits 
Bond and interest sinking fund 
Bond reserve fund 
Contingency fund 

14.225 
3.253 
6.140 
3.277 

^ ^6-895 

Capital Assets 

Capital asset activity for \hQ year ended December 31, 2008. was as follows: 

Govemmental Activities: 
Capital assets, not being depredated: 

Land 

Capital assets, being depreciatBd: 
Buildings 
Other equipment 
Vehicles 

Total capital assets, being 
depreciated, at historical cost 

Less accumulated depreciation: 
Buildings 
Other equipment 
Vehicles 

Total accumulated depreciation 

Totaf capita* assete, befng 
depreciated, net 

Governmental activities capital 
assets, net 

Balance at 
January 1, 

2008 

$ 20.000 

103.000 
8,141 

37,-1^4 

. 148.555 

( 84.940) 
( 4.070) 
( 28741^ 
( 117.7511 

?0.9?4 

L . 50.634 

Additions 

S - I 

16,881 

( 
( 
( 
f 

16.661 

2.585) 
2.362) 
5.7261 

10.6751 

e.206 

6.206 L 

Deletions 

(9,000) 

fS.opO) 

9,000 

9.000 

Balance at 
December 31 

2008 

1 -

( 
( 

1= 

20.000 

94,000 
25,022 
37.444 

156,4§g 

78.525) 
6.432) 

34,469) 
119.426) 

37,040 

57.040 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Ffnandal Statwnents 
December 31,2008 

(Continued) 

Balance at 
January 1, 

2008 Additions Deletions 

Balance at 
December 31 

2Qg9 
Bustness-Tvpe Activities: 
Capital assets, not being depreciated: 

Land 
Total capitai assets, 
not being depreciated 

Capital assets, being depreciated: 
Water and sewer system: 

Vehicles 
Distribution system 
Other equipment 

Total capital assets, being 
deprecated, at historical oost 

Less accumulated depredation: 
Water and sewer system: 

Vehicles 
Distribution system 
Other equipment 

Total accumulated depreciation 

Total capital assets, being 
depredated, net 

Business-type activities cap'ttal 
assets, r>et 

$ 16.000 $_ 

16.000 

5750 
3.897.846 

57.613 
52.119 

3.961.20? 52,119 

( 6,653) { 96) 
( 862.051) ( 98.943) 
( 40.9071 ( 2.7501 
( 908.611^ I 101.7891 

3.052.598 ( 49.6701 

16.000 

16,0QQ 

5750 
3.949,965 

57.613 

4.013.328 

( 5749) 
( 960.994) 
( 43.657) 

1.010.4001 

3.002.928 

Depreciation expense was charged to Govemmental and Business-type Activities as follows: 

Public safety 
Highway and streets 
General government 
Water and sewer 

Total 

Govemmental 
Activities 

$ 5.728 
2.362 
2.585 

S 10.675 

Businessr̂ type 
. ActivitiK 
$ 

101.789 

Total 
$ 5,728 

2,362 
2,585 

101.789 

(Continued) 
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Town of Cotton Valley 
Cotton VaUey. Louisiana 

Notes to Financial Statements 
December 31, 2008 

(Continued) 

(7) 

(8) 

Interfund Balances 

Interfund balances at December 31.2008 consisted of the following: 

Governmental Funds: 
General 
Debt service 

Total Governmental Funds 

Proprietary Fund 

Total 

Due From 
Other Fund 

$ 
22.156 
22.156 

16,9§0. 

Due To 
Other Fund 

$ 39,106 

39,W, 

S 39.106 

$ ( 

( 

Net 

39,106) 
22.156 

, 16.950) 

16.950 

The ffiterfund balances are the result of the tinne lag between the dales that (1) interfund goods and 
sen/fces are provided or reimbursatrfe expenditures occur, (2) transactions are recorded in the 
accounting system, and (3) payments between furKis are made. 

Customers' Deposits 

Deposits held for customers that are currently active on the vrater system total $29,976 al December 
31,2008. 

(9) Long-term liability activity for the year ended December 31, 2008, was as follovra: 

Beginning 
Balance Additiors 

Govemmental Activities: 
General Obligation Bonds $ 5Q.000 ^ 

Ending 
Reductions Balance 

Amounts 
Due Within 
One Year 

$ f 3.0001 $ 47.000 $ 3.000 

Business-type Activities: 
Sewer Revenue BOTKIS S 106,000 $ 

Water Revenue Bonds 

Water Revenue Bonds 

Water and Sewer Bonds 

Water and Sewer Bonds 

Note Payable 

Capital Lease Obligation 

otal Business-type 
Activities S 

5,715 

4.182 

60.000 

564.952 

21,490 

11.317 

775.656 

$ ( 

( 

( 

( 

{ 

( 

6,000) $ 

323) 

612) 

-

6.924) 

12,000) 

4.4201 

102,000 $ 

5,392 

3,570 

60,000 

558,028 

9,490 

6.897 

6.000 

390 

630 

9.000 

7.066 

9.490 

47B7 

i . LZD S 745.377 $ 37.363 

(Continued) 
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Cotton Valley. Louisiana 

Notes to Fenandal Statements 
December 31.2008 

(Continued) 

Govemmental Activities: 

General obligation bonds -
S90,0O0 Public (mprovwnent Bonds dated 7/29/80; due in annual 
installments of S1,000 - $5,000 through 7/29/20; ffiterest at 
5% -12%. The debt redemption ts paid from the Debt Service 
Fund. s 47.ooq 

Busin^s-^ype Activities: 

$190,000 Sewer Revenue Bonds (Series A #92-02) and 535,000 
Sevrer Revenue Bonds (Series #92-05) dated 7/29/80; due in 
annual payments of $3,000 to $11,000. with the first payment 
(July 1982) being for interest only, and, thereafter the payments 
shall bs equal in amount and consist of fuHy amortized installments 
of prindpal and Interest, interest at 5% $ 102,000 

$8,905 Water Revenue Bonds dated June 15,1993; due in annu^ 
Installments of $609, which Indudes principal and interest; Interest 
rate at 5% 5,392 

$10,226 Water Revenue Bonds dated June 15.1993; due in annual 
installments of $821, which includes principal and Interest interest 
rate at 5% 3,570 

$180,000 Water and Sewer Revenue Bonds dated August 1.1974; 
due annua! installments of $ 1.000 through $11.000 which includes 
principal and interest; Interest rate at 5% 60,000 

$686,000 Water and Sevrer Revenue Bonds dated August 12, 2003; 
due in 480 monthly installmente beginning October, 2007 of $2,567 
which indudes prindpal and interest: interest rate at 4.25%; final 
payment in 2044 558,028 

Notes payable to a Simnvans Watenworks, Inc., with zero interest. 
payable in 200 monthly installments of $1,000, due December, 2009 9,490 

Capital lease obligation, payable in monthly installments of $430, 
final payment February, 2010 6,897 

t 745.377 

Payments on general obligation bonds are made from debt sen/Ice funds. Payments on the note 
payable are made from the general fund. 

The Water and Sewer Revenue Bonds constitute special obligations of the Town solely secured 
by a lien on and pledge of the net revenues of the water and sewer system, Payments on the 
notes payable of the Enterprise Fund are made from the Water and Sewer Fund. 

(Continued) 
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Notes to Financial Statements 
December 31,2008 

(Continued) 

Debt service requirements at December 31, 2008, were as fdiows: 

Governmental Activities 

Fiscal Year 

2009 
2010 
2011 
2012 
2013 

2014-2018 
2019-2023 

Principaj Interest 

$ 

s 

3.000 
3,000 
3.000 
3,000 
4,000 

21,000 
10,000 

.47̂ QQQ 

$ 2,350 
2.200 
2.050 
1,900 
1,750 
5.750 

750 
S 16750 

Business*Tvpe Activities 

Fiscal Year 

2009 
2010 
2011 
2012 
2013 

2014-2018 
2019-2023 
2024^2028 
2029-2033 
2034-2038 
2039-2043 
2044-2048 

PrBTdpal iDi^rest 

$ 32,575 S 
23,444 
25,818 
26.209 
28,701 

107,862 
80.886 
72,801 
90.004 

111.272 
137.566 

1.341 
$ 738,480 3 

; 32.245 
31.136 
30.012 
28771 
27.513 

119,842 
96,765 
81,200 
63.997 
42,729 
16.435 

18 
^ 570.?62 

Busines5-TvD6 Activities 

Capital Lease Obligation 

During the year ended December 31, 2006 the Town entered into a capital tease ot)ligation to 
pun:;tiase a tractor. The lease requires 46 monthly paynwnts of $430. The lease Is a capltal lease for 
accounting purposes because it provides for the transfer of ownership at the end of the lease term. 

The asset acquired through this capital lease is as follows: 

Equipment $ 17,866 
Less: Accumulated depredation f 4.9131 
Caning value $ 12.95? 

(Continued) 
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Notes lo Financial Statements 
December 31, 2008 

(Continued) 

The following schedule details debt service requirements to maturity for the above mentioned capital 
lease at December 31,2008: 

Business-Type 
Year Ending December 31. Activities 

2009 $ 5,166 
2010 2.149 

Total minimum lease payments 7.315 

Less amount representing interest _ J 4181 

Present value of net minimum lease payments $ 6.8^7 

(10) Risk Management 

The Town purchases commercial Insurance to provide workers compensation coverage and general 
liability and property insurance. There were no significant reductions in insurance coverage from the 
previous year. 

(11) Leases 

The Town teases equipment under operating leases. The rental cost on the equipment paid during 
the year ended December 31, 2008 was $4,055. 

Commitments under lease agreements having initial or remaining rwrvoancelable terms, except for a 
non-appropriation dause. in excess of one year is as follows: 

Year Ending December 31. Activities 

2009 $ 3,924 
2010 2.377 

Total future minimum rentals $ 6.3Q1 

(12) Subsequent Event- LCDBG 

During 2008, the Town was awarded a Louisiana Convnunity Development Bkx:k Grant (LCDBG) of 
$460700 to upgrade its existing wastewater treatment plant. There was no financial activity on this 
g rant as of December 31, 2008. 

25 



Town of Cotton Valley 
Cotton Valley, Louisiana 

Required Supplementary Information 
Budgetary Comparison Schedule 

General Fund 
For the Year Ended December 31, 2008 

Revenues: 
Ad valorem taxes 
Franchise taxes 
(ntergovemmenfal 
Licenses and pennlts 
Fines and forfeitures 
Miscellaneous 

Total revenues 

Expenditures: 
Current 

General government 
Public safety 
Highway and streets 

Capital outlay 
Total expenditures 

Excess (deficiency) of revenues 
over expenditures 

Fund balance (defidt) at beginning of year 

Fund balance (deficit) at end of year 

Budget Amounts 
Original & 

Final 
$ 17,000 

28,000 
2.900 

25700 
115,000 

3.230 
191.830 

149,870 
6.250 

14.400 

170.520 

21.310 

(2.541) 

5 18,769 

Actual Amounts 
(Budgetary Basts) 

$ 15,482 

J 

24,489 
34,828 
22,338 
68.811 

3,016 
168,964 

124,298 
14,499 
22.700 

16,881 
178,378 

(9.414) 

(6.419) 

(15,833) . 

Variance with 
Final Budget 

Positive 
(Negative) 

$ (1,518) 
(3.511) 
31,928 
(3.362) 

(46,189) 
(2141 

(22,866) 

25.572 
(8,249) 
(6,300) 

(16,881) 
(7.858) 

(30.724) 

(3.878) 

$ (34.502) 

See accompanying note to the required supplementary schedule, 
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Tovm of Cotton Valley 
Cotton Valley. Louisiana 

Required Supplementary Infomiation 
Budgetary Comparison Schedule 

Sales Tax Fund 
For the Year Ended December 31, 2008 

Revenues: 
Sales tax 
Fines and forfeitures 
Investment earnings 

Total revenues 

Budgeted Amounts 
Original and Final 

$ 65,000 
28750 

93.750 

Actual Amounts 
(Budgetafv Basis) 
$ 85,517 

75 
85.592 

S 

Variance with 
Final Budget 

Positive 
(Negative) 

20.517 
(28.750) 

75 
(8,158) 

Expenditures: 
Current 

General government 
Highway and streets 
Public safety 

Total expenditures 

12,000 
79.325 
91.325 

17.966 

66.489 
84,455 

(17.966) 
12,000 
12.836 
6.870 

Excess (deficiency) of revenues 
over expenditures 

Fund balance at beginning of year 

Fund balance at end of year 

2.425 

2.549 

1,137 

2,549 

4,974 $ 

(1,288) 

See accompanying note to the required supplementary schedule. 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Notes to Requinsd Supplementary Information 
For the Year Ended December 31.2008 

For the year ended D^jember 31, 2008, the Town adopted budgets on a cash basis for the general fund, 
sates tax fund, and debt service fijnd. There were no anriendments to the budgets. The folkwving schedute 
reconciles excess (deficiency) of revenues and other sources over e)q?andlturBS and other uses on the 
statement of revenues, expenditures and changes In fund balances (budget basis) with the amounts shown 
on the statement of revenues, expenditures and changes in fund balances (GAAP bas(s): 

General 
Fund 

Sales 
Tax 
Fund 

Excess (deficiency) of revenues and other sources 
over expenditures and ô t̂ er uses (budget basis) $ ( 9,414) $ 1,137 

Adjustments: 
Revenue accruals - net 

Expenditunss accruals - net 

Excess (deficiency) of revenues and ofrier sources 
over expenditures and other uses (GAAP basis) 

( 1.152) 6.927 

( S.Q95) ( 2.3751 

L - S£&a 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Schedule of Compensation Paid to Board Members 
For the Years Ended December 31. 2008 

Mayor-Keith Chanler $ 6.325 

Alderman: 
Curtis Walker 2.664 
Charlena Lewis 2,664 
Chris Ridge 2,864 
Lynn Guillot 2,664 
Comerdis Phillips 2.664 

$ 19.645 
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Town of Cation Valley 
Cotton Valley, Louisiana 

Schedule of Expenditures of Federal Awards 
For the Year Ended December 31, 2008 

Federal Pass^Thnsugh 
Federal Grantor/Pass-Throuah Grantor/Proa ram Title CFOA Number Grantor's Number Expenditures 

U.S. Department of Agriculture-
USDA Rural Development -

Direct Program - Water and Waste 
Disposal Systems for Rural Communities 10.760 Loans $ 775,990 

10.760 Grant $ 64,300 

Note 1; The accompanying schedute of expenditures of federal awards is prepared on the accrual basis of 
accounting. 

Note 2: The Town had the folkwing loan balances outstanding at December 31, 2008. These loan 
balances outstanding are also included in the federal expenditures presented in the schedule. 

On July 29. 1980. General Obligation Bonds issued by the Town totaling $90,000, with a 
remaining balance of $47,000 at December 31,2008, were purchased by Rural Development 

On August 1,1974. Water and Sewer Revenue Bonds issued bylheTcwn totaling $180,000, with a 
remaining balance of $60,000 al December 31,2008, were purchased by Rural Devetopment 

On July 29, 1980. additional sewer revenue bonds issued by the Tovm totaling $225,000 (Series A, 
#92-02, $190,000; Series B. #92-05, $35,000), with a remaining balance of $102,000 at December 
31,2008, were purchased by Rural Devek}pment. 

On June 15,1993, Water Revenue Bonds totaling $8,905 and $10,2^6, with a nsmaining balance of 
$5,392 arid $3,570 at December 31,2008, were purchased by Rural Devetopment 

On August 12, 2003, Water Revenue Bonds (#91-08) totafing $586,000. with a remaining balance of 
$568,028 at December 31. 2008 were issued by Rural Development 
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Report on internal Control over Ffeiancial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Perfomned in 

Accordance With Government Auditing Standards 

Town of Cotton Valley 
Cotton Valley, Louisiana 

We have atxlited the financ^l statements of the govemmental activities, each major fund, and the aggregate 
remaining fund information of the Town of Cotton Valley as of December 31, 2008, which collectively 
comprise the Town of Cotton VaBe/s basic financial statements, and have issued our report thereon dated 
December 7, 2009, We conducted our audit fri accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, Issued by the Comptroller General of the United States. 

Internal Control Over Financial ReportinQ 
In planning and perfomning our audit we considered Town of Cotton Valley's internal control over financial 
reporting as a basis for designing our aixJiting procedures for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Town of 
Cotton Valley's internal contnDl over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Organization's interna! control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in ^e 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or n^aterial weaknesses. However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to t>e significant 
deficiencies. 

A control deficiency exists wf>en the design or operation of a control does not allow nianagement or 
employees, in the nomial course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency Is a control deficiency, or combination of control 
deficiendes. that adversely affects Town of Cotton Valley's ability to initiate, authorize, record, process, or 
report financial data reliably In accordance with generally accepted accounting princifrfes such that there is 
more than a remote likelihood that a miestatenwnt of Town of Cotton Valley's financial statements that is 
more than inconsequential will not be prevented or detected by Town of Cotton Valley's internal control. 
We conskler the deficiencies described in the accompanying schedule of findings and questioned costs 
as Items 2008-B3, 2008-B4. and 2008-B7 to be signifH:ant deficiencies in internal control over financial 
reporting. 

A material weakness is a significant deficiency, or combination of signifteant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by Town of Cotton Valle/s internal control. 

3t 



Our consideration of internal control over finarcral reporting was for the limited purpose descritied in the first 
paragraph of this sedbn and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies and, accordingly, would necessarily disck>se all significant deficiencies that are also 
considered to be material weaknesses. However, of the signiftcant deficiendes descrfljed at>ove, we 
consider items 2008-B3 and 2008-B4 to be material weaknesses. 

Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Town of Cotton \/a\\ey's finandai statements are 
free of material misstatement we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with wh\ch could have a direct and material 
effect on the detenriination of fHiancial statement amounts. However, providing an opinron on compliance 
with those provistons was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standanis and which are described in the accompanying schedule of 
findings and questioned costs as items 2008-Bl, 2008-B2. 2008-B5, 2008-B6. 2008-B8 and 2008-B9. 

The Town of Cotton Valley's response to the findings identified in our audit is described in the 
accompanyir>g schedule of findings and questioned costs. We did not audit the Town of Cotton Valley's 
response, and accordingly, we express no opinion on it 

This report is intended solely for the information and use of n^nagement and the State of Louisiana and is 
not intended to be and should not be used by anyone other than these specified parties. 

Cook & Morehart 
Certified Public Accountants 
December 7» 2009 
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Report on Compliance with Requirements Applicable to Each 
WlE^ Program and Internal Confaol Over Compliance in 

Accordance With 0MB Ciroular A-133 

Town of Cotton Valley 
Cotton Valley, Louisiana 

Compliance 
We have audited the compliance of Town of Cotton VaUey, Louisiana with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Cimular A-133 Comipfiance 
Buppienient that are applicable to each of its major federal programs for year ended December 31, 2008. 
Town of Cotton Valley, Louisiana's major federal programs are kJentified in the summary of auditor's results 
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements 
of laws, regulatfons, contracts, and grants appicable to each of Its major federal programs is the 
responsitijlity of Town of Cotton Valley, Louisiana's management Our responsibility is to express an opinion 
on Town of Cotton Valley. Louisiana's compliance based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America; the standards appltaatte to financial audits contained in Govemnwnt Auditing Standards, issued by 
the ComptroUer General of the U nited States; and OMB Circular A-133, Audits of States, Local Governments, 
and Non-Profii Organizations, Those standards and OMB Circular A-133 require that we plan aid perform 
the audit to obtain reasonable assurance about whether noncompTiance with the types of complance 
requirements referred to above that could have a direct and metenaf effect on a major federal program 
occurred. An audit includes examining, on test basis, evidence about Town of Cotton Valley, Louisiana's 
complance with those requirements and perfomiing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provkies a reasonable basis for cur opinion. Our audit does not 
provide a legal determination on Tovm of Cotton Valley, Louisiana's compliance with ttiose requirements. 

In our opinbn, Town of Cotton Valley, Louisiana complied, fai all material respects, with the requirements 
referred to above that are applicable to each of Its major federal programs for year ended December 31. 
2008. 

Internal Control Over Compliance 
The management of Town of Cotton Valley, Louisiana is responsit)te for establishing and maintaining 
effective tntemal control over compliance with the requirements of laws, regulations, contracts, and grants 
app/tcabte to federal programs. In planning and perfonnlng our audit, we considered Town of Cotton Valley. 
Louisiana's internal control over compliance with requirements that could have a direct and material effect on 
a major federal program 'v\ order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the Town of 
Cotton VaJley, Louisiana's mtema} control over compfence. 

A control de^ciency In an entity's internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the nonrial course of perfonming their assigned 
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functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on 
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity's ability to administer a federal program such that there Is more than a remote 
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the entiles' internal control. 

A metenal weakness B a significant deficiency, or combination of significant defioencies, that results in more 
than a remote likelihood that a material noncompliance with a type of oompJiance requirement of a federal 
program will not be prevented or detected by the entity's internal control. 

Our consideration of internal oontrol over compliance was for the limited purpose described In the first 
paragraph of this section and would not necessary identify all deficiencies in internal control that might be 
significant deficierxaes or rr^teriai weaknesses. We did not identify any deficiencies in interna) control over 
compliance that we consider to be material weaknesses, as defined above. 

This report is intended solely for the irfon^iation and use of management and others within the organization 
and is not intended to be and should not be used by anyone other than these specified parties. 

Cook & Morehart 
Certified Public Accountants 
December?, 2009 
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Town of Cotton 
Cotton Valley, Louisiana 

Summary Schedute of Prior Year Audit Findings 
December 31. 2008 

There ware no findings related to federal awards programs In the prior year audit for the year ended 
December 31,2007. 

Schedule of Findings and Questioned Costs 
For the Year Ended December 31. 2008 

A. Summary of Audit ResuttB 

1. The auditor's report expresses an unqualified opinion on the basic financial statements of the Town 
of Cotton Valley. 

2. Three significant deficiendes are reported in the Report on Compliance and on Internal Control 
Over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance 
with Government Auditing Standards. Two significant deficiendes are reported as material 
weaknesses. 

3. Six instances of noncompliance material to the financial statements of the Town of Cotton Valley 
were disclosed during the audit 

4. No significant deficiencies are reported in the Report on Compfiance With Requirements 
Applicable to Each Major Program and Internal Control Over Compliance in Accordance With 
OMB Circular A-133. 

5. The auditor's report on compliance for the major federal award program for the Town of Cotton 
Valley expresses as unqualified opinion. 

6. There are no audit findings relative to the mayor federal award program for the Town of Cotton 
Valley reported In Part C of this schedule. 

7. The program tested as a major program was the United States Deparinnent of Agrkajlture Water 
and Waste Disposal Systems for Rural Communities CFDA #10.760. 

8. The threshold for distinguishing Types A and B programs was $300,000. 

9. The Town of Cotton Valley did not qualify as a low-risk audltee. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Schedule of Findings and Questioned Costs 
For the Year Ended December 31, 200B 

(Continued) 

B. Findings - Financial Statements Audit: 

2Q08-B1: Use of Debt Service Ad Valorem Taxes 

During our audit, we noted that the Town is not separating the voter approved debt sen/ice millage ad 
valorem taxes into a separate fund and is not limiting the use of those funds for retirement of general 
obligation bonds. 

At December 31, 2008. the debt service fund was owed $22,156, from other funds that were 
transferred-loaned to the other funds of the Town. 

The Town, upon collecting the ad valorem taxes and depositing them Into a general fund checking 
account, is not transferring the debt servk:e millage portion to a separate fund. 

Recommendation: 

1) The Town should transfer - deposit the debt service millage portion of the ad valorem taxes into 
the separate debt service fund Immediately upon collecting the taxes. 

2) The Town should pay back the amount loaned to the other funds from the debt servk^e fund. 

Response: The Town ^W deposit-transfer the debt service millage portion of the ad valorem taxes 
into the separate debt sen îce fund (General Long Tenn Debt) immediately upon collecting the taxes, 

The Town will pay back the amount toaned to other funds from tiie debt service fund. 

2008-82: Budgetary Control 

During the year ended December 31. 2008. the Town did not amend the budgets whteh caused the 
revenues and sources for the general fund and the sales tax fund to fail to meet total budgeted 
revenues and other sources by five percent or more, 

Also, the budgets for all funds for 2008, were adopted in January, 2008.The Local Govemment 
Budget Act requires those budgets to be adopted no later than 15 days prtor to the beginning of each 
fiscal year. 

Recommendation: We recommend that the Town adopt, monitor, and amend budgets in order to be 
in compliance with state law. 

Response: The Town will adopt, monitor, and amend budgets in order to be In compliance with state 
law. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Schedule of Findings and Questioned Costs 
For the Year Ended December 31. 2008 

(Continued) 

200S-B3: Material Weakness - Control of Utility Accounts and Customer Deposits 

During our audit for the two years ended December 31,2008, we note the following concerning control 
of utility accounts receivable and utility customer deposite: 

The Town does not reconcile an aged accounts receivable trial balance and the customer deposit 
detail listing to the general ledger on a monthly basis. 

The Town does not maintain bank account balances that correspond to the utility deposit 
amounts. 

The assistant cleric was perfomning almost al! procedures without approval or review by the Town 
Cleric. 

Recommendation: We recommend that the Town reconcile the aged accounts receivable trial 
balance and the customer deposit detail listing to the general ledger or to each report and listing on a 
monthly basis. 

We recommend ttiat the Town maintain a bank account that corresponds to the customer deposits on 
a monthly basis. 

We recommend the Town Clerk or other qualified individual review and approve on a routine basis the 
activity of the utility billing and collection process. 

Response: The Town will reconcile the aged accounte receivable trial balance and the customer 
deposit detail listing to the general ledger or to each report and listing on a monthly basis. 

The Town will maintain a bank account that con^esponds to the customer deposits on a monthly basis. 

The Town Clerk or other qualified individual will review and approve on a routine basis the activity of 
the utility billing and collection process. 

2008-B4: Material Weaknosa - Control Ovor Traffic/Misdemeanor Tickets 

The Town's procedures in regards to traffic/misdemeanor ticket, during our audit was that the 
Assistant Town Clerk was performing almost all of the procedures without much if any approval or 
review by the Town Cleric or other qualified Individuals. 

Recommendation: We recommend the Town Clerk or other qualified indivkluals review and approve 
on a routine basis the activity of traffic tkJcets to allow for proper segregation of duties and to 
strengthen controls, including the Town Clerk or other qualified individuals reconciling the receipt book 
for cash payments to the deposits made. 

Response: The Town Clerk or other qualified individuals will review and approve on a routine basis, 
the activity of traffic tickets to allow for proper segregation of duties and to strengthen controls, 
including the Town Clerk or other qualified individuals recor»ciIlng the receipt book for cash payments 
to the deposits made. 

(Continued) 
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Town of Cotton Valley 
Cotton Valley, Louisiana 

Schedule of Findings and Questioned Costs 
For the Year Ended December 31, 2008 

(Continued) 

2008-B5: Late Submission of Audit Report 

The Town's audit report was not submitted timely in acconjance with state audit law. 

Recommendation: We recommend the Town implement procedures to ensure the timely submission 
of its audit report in the future. 

Response: The Town will Implement procedures to ensure the timely submission of its audit report in 
tf>e future. 

2008-B6: Loans to Town Employees 

During the audit we noted that toans that had been made out of the Town's general fund to certain 
Town employees were still outstanding. The outstanding balances of ^\e toans were approximately 
$3,493 at December 31. 2008. which represents an amount due from the former police chief. This 
violates Article 7, Section 14 of the Louisiana Constitution and the Code of Ethics Law for Publk; 
Offk;ial5 and Public Employees whk̂ h prohibits emptoyees or officiate accepting/recetving toans from 
the Town. 

Recommendation: We recommend the Town obtain repayment of this loan from the former police 
chief. 

Response: The Town will contact the city attomey for Instructions in order to obtain repayment of this 
loan from the former poltoe chief. 

2008-B7: Significant Deficiency - Financial Statament Preparation 

Deficiency: As is common in small organizations, management has chosen to engage the auditor to 
propose certain year-end adjusting journal entries and to prepare their annual financial statements. 
This condition is intenttonal by management based upon the Town's financial complexity, along with 
the cost effectiveness of acquiring the ability to prepare financial statements in accordance with 
generally accepted accounting principles. Consistent with this deciston, Internal controls over the 
preparatton of year-end adjusting entries and annual financial statements, complete with notes, in 
accordance with generally accepted accounting principles, have not been established. Under 
generally accepted auditing standards, this condition represents a significant deficiency in internal 
controls. 

Recently issued Statement on Auditing Standards (SAS) 112 requires that we report the above 
condition as a control deficiency. The SAS does not provde exceptions to reporting deficiencies that 
are adequately mitigated with nonaudit services rendered by the auditor or deficiencies for which the 
remedy would be cost prohibitive or otherwise impraclicar 

(Continued) 

38 


